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The Good of the Country 
EV E R Y B O D Y concedes that taxes are too high. It is probably not too 
sweeping a statement to say that everyone 
would like to see taxes reduced. But 
taxes furnish the means whereby the ex-
penses of government are met, and no one 
expects any federal government, or sub-
division thereof, to get along without funds. 
The time-worn question of how much 
any government properly requires for 
necessary expenses may never be answered. 
But this country of ours has put itself in 
the sound position of budgeting its finan-
cial affairs, and the machinery has been 
provided for estimating in advance, with a 
fair degree of precision, the expense of con-
ducting government. Based on past ex-
perience and probable future needs, the 
very competent and painstaking Secretary 
of the Treasury has told us that present 
rates of taxation may be substantially re-
duced. If there is anyone in the country 
who should know, it is the Secretary of the 
Treasury. But certain politicians appear 
to question his judgment. The issue of 
tax reduction is related apparently for 
political purposes to the soldiers' bonus. 
Certain other individuals have, however, 
raised questions which have an economic 
rather than a political aspect. The Secre-
tary of the Treasury has stated that a 
reduction of surtaxes would tend to attract 
back into industry funds which have been 
diverted therefrom by tax-exempt securi-
ties. This has been challenged. The 
counter-claim has been made that munici-
pal, county, and state projects are as much 
industry as the business operations carried 
on by private enterprises. 
The latter argument may probably not 
be controverted, but the principle of "easy 
come, easy go" tends to extravagance, or 
at least to the utilization of funds beyond 
the point of necessity and economic desira-
bility, and, apparently, without the realiza-
tion that interest on funds borrowed for 
local improvements and sinking-fund pay-
ments must be met by local taxation. The 
burden of taxation would therefore be 
shifted in many instances from the people 
as a whole to those who happen to live in 
localities where extravagant public im-
provements are under way or contemplated. 
If an amendment to the Constitution 
were to prohibit the issue of tax-exempt 
securities, all securities, both industrial 
and municipal, would then, so far as sur-
taxes are concerned, be on the same basis, 
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and the tax payer of large means seeking 
investment would be in the position of 
choosing between industrials and munici-
pals in accordance with the advantages of 
the respective bonds with regard to security 
of principal and interest return. Munici-
pals would then be obliged to compete with 
industrials. The tendency of local tax-
payers would probably be to object to 
issues which would pay high rates of in-
terest and local extravagances would tend 
to curtailment. The chances are that the 
industrials would be in a better position to 
offer higher interest rates, and would there-
by attract available capital. Amendment 
to the Constitution would perhaps accom-
plish the same thing which Mr . Mellon 
hopes to accomplish by reducing surtaxes, 
namely, the attraction of available capital 
to the essential industries. 
But why amend the Constitution again? 
The sixteenth amendment to the Constitu-
tion of the United States provides as 
follows: 
"The Congress shall have power to lay 
and collect taxes on incomes from what-
ever source derived, without apportion-
ment among the several states and without 
regard to any census or enumeration." 
Could anything be clearer? Could any 
authority to tax income from municipal, 
county, and state securities be made more 
specific if ten amendments covering the 
subject were added to the Constitution? 
The good of the country is an intangible 
thing, difficult to define. Whatever it is, it 
represents the people as a whole. The 
people as a whole are represented by the 
national government. The national govern-
ment is supported largely by federal taxa-
tion. Relief to accrue to the people as a 
whole would appear then to be found in a 
reduction of federal taxes. The way has 
been pointed. It appears to be clear. 
There is every indication that the people 
of the country generally are in favor of 
traveling this road. 
The effect of reducing surtaxes will be 
apparent and felt immediately. Whether 
or not capital now diverted into tax-exempt 
securities will be attracted back into in-
dustry is a question which only the future 
can determine. Any further amendment to 
the Constitution to prevent the issue of 
tax-exempt securities would be a long-drawn 
out affair. Its effect also is problematical. 
About the effect of federal tax reduction 
there is no question. Why then, in this 
country where the government is of the 
people, by the people, and for the people, 
may we not have federal legislation which 
admittedly is for the good of the country? 
